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The Story in Brief 


Net Sales. $: 

Net Income before Federal Taxes 

on Income. 

Net Income after Taxes. 

learnings per Share. 

Taxes, Federal, slate and local. 

Taxes per Share. 

Dividends Paid. 

Dividends Paid per Share. 

Working Capital. 

Inventories. 

Merchandise on Order. 

Land, Buildings. Fixtures and Equipment 

Accumulated Depreciation on Buildings, 
Fixtures and Equipment. 

Stockholders’ Equity. 

Depreciation. 

Contribution to The Savings and Profit 
Sharing Pension Fund of Sears, Boehuek 
and Co. Employes. 

Contribution to The Supplemental Savings 
and Retirement Plan of Sears, Roebuck 
and Co. Employes. 


Number of Stockholders. 

Number of Retail Stores. 

Number of Mail Order Plants 
Number of Order Offices. 


1949 

1948 

1947 

!, 168 , 928,412 

$ 2 , 295 , 991,180 

$ 1 , 981 , 535,749 

178 . 206,718 

228 , 706,016 

189 , 077,892 

108 , 206,718 

137 , 206,016 

107 , 739,892 

4.58 

5.80 

4.56 

93 , 942,140 

114 , 361,434 

102 , 038,198 

3.97 

4.84 

4.32 

53 , 204,654 

53 , 198,262 

41 , 353,702 

2.25 

2.25 

1.75 

411 , 545,860 

375 , 707,426 

308 , 342,263 

321 , 396,365 

349 , 121,583 

351 , 002,299 

284 . 913,629 

263 , 338,175 

348 , 125,400 

290 , 518.544 

271 , 618,959 

256 , 126,578 

120 , 588,867 

111 , 952,714 

105 , 559,470 

614 , 716,010 

559 , 713,946 

447 , 021,572 

20 , 529,088 

22 , 138,102 

23 , 814,014 

17 , 822,643 

22 , 817,079 

18 , 848,363 

2 , 000,000 

2 , 000,000 

1 , 500,000 

94,796 

94,735 

92,682 

654 

632 

625 

11 

11 

11 

358 

341 

338 
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SEARS , ROEBUCK AND CO. 

CHICAGO, ILLINOIS 

TO THE STOCKHOLDERS: 

The Annual Report of the Company for the fiscal year 1949, ended January 31, 
1950, including the Statement of Income and Accumulated Earnings, the Consoli¬ 
dated Balance Sheet, and the report of the independent public accountants ap¬ 
pointed by the Board of Directors, is submitted herewith. 

Sales , Income , Dividends 

Net sales for the year amounted to $2,168,928,412, a decrease of $127,062,768, 
or 5.5%, from last year’s volume of $2,295,991,180, which was the record high for 
the Company. 

Sales were less than last year every month through November, with the spring 
months showing the larger decrease. The December sales were the largest ever 
recorded by the Company and the January volume was greater than a year ago. 

Net income for the year after provision for all taxes was $108,206,718, equiv¬ 
alent to $4.58 per share of outstanding common stock, compared with $5.80 per 
share for 1948. In relation to sales volume, the net income was 4.99%, as compared 
with 5.98% in 1948. 

Dividends of $2.25 per share were paid to stockholders. 

Financial 

Net working capital increased $35,838,434 during the year to $411,545,860 on 
January 31, 1950, a record high. The ratio of current assets to current liabilities 
equals 3.1 to 1. The cash balance of $190,008,871 on January 31, 1950, compared 
with $200,535,789 last year. 

The total of customer installment accounts outstanding, $390,048,602, is 
$60,667,267 more than a year ago. The cash position of the Company strengthened 
during the year and $52,157,382 was used to finance this increase in accounts. 
The balance of $8,509,885 was sold to banks. The Company continued to sell ac¬ 
counts to banks during the year under the arrangement used for many years. 
The Company’s liability on these accounts is limited to approximately 10% of the 
outstanding amount of accounts sold. 

Marketable securities of $9,591,414 at January 31 market prices were 
$4,645,832 more than the book value of $4,945,582. 

Merchandise inventories of $321,396,365 on January 31, 1950, were $27,725,218 
less than at the end of last year, reflecting the easier availability of merchandise 
and improved delivery schedules, which permitted a lower relative investment and 
faster turnover. 

Merchandise on order for future delivery totalled $284,913,629 on January 31, 
1950, compared with $263,338,175 a year ago. 
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Sales and income of the Allstate Insurance Companies, and of the foreign subsid¬ 
iary stores in Cuba, Mexico, and Brazil; and the Company’s portion of earnings 
of partly-owned manufacturing companies were not included in Company sales 
and income, in accordance with previous years’ accounting policy. The aggregate 
of such income applicable to the Company’s investment interest was §6,027,330 
for the year. The Company received and reported in income dividends of §2,589,328 
from these companies. 

The Company’s interest in the Allstate Insurance Companies is carried on our 
balance sheet at cost, §4,848,347. At December 31, 1949, the capital of the All¬ 
state Companies was §1,500,000 and the surplus was §12,728,285. A dividend of 
§1,500,000 was received from the Allstate Insurance Company this year. 

The Allstate Insurance Company was organized in 1931 and the Allstate Fire 
Insurance Company in the following year. In their first full year of operation, 
1932, premiums written amounted to §539,950; in 1949, premiums written were 
§45,328,558. Their assets at the close of 1932 amounted to §1,076,571; and by 
1949, had increased to §55,928,897. The 1949 comparative Consolidated Balance 
Sheet of the Allstate Companies is shown on Page 12. 

Properties 

The expansion program, which consisted of projects deferred by war and its 
aftermath, continued during the year, but at a decreased rate. Since its inception, 
this post-war program has resulted in a total capital expenditure of §238,196,000, 
all of which has been financed without change in the capital structure or borrowing. 
Such financing as was resorted to involved the sale of selected store properties, 
which were leased back by the Company for long-term occupancy. The total 
consideration involved in these property sales was §72,496,118 and the annual 
average rental amounts to §3,700,000. 

Capital expenditures this year totalled §39,011,614 for all branches of the 
business. Of this amount, the largest expenditure, §33,081,044, was made for the 
retail store system and the balance went into mail order, warehouse, and factory 
facilities. There were 22 new stores opened, including foreign units, and 17 others 
were replaced by new stores opened in better locations. Changes to existing stores 
involved 17 major enlargements and the modernization of many others. Three 
large warehouses were completed and placed in operation and others are under 
construction. A new paint factory was completed and started operations. 

A new store in Caracas, Venezuela, is scheduled to open March 29, 1950. New 
stores in Sao Paulo and Rio de Janeiro, Brazil, were opened on March 15 and June 
6, 1949, respectively. Total investment, as of January 31, in foreign stores was 
§19,783,521. 

Foreign 

The foreign store development is not without its problems. Our Mexican and 
Brazilian operations have been and continue to be hampered by currency and 










import restrictions. This has prevented the stores from demonstrating their full 
sales potential. Local manufacturing sources are being utilized to supply their mer¬ 
chandise requirements. Nevertheless, these stores are operating profitably and 
the need for them has been demonstrated. No adjustment was required on 
Company hooks by the devaluation of Mexican currency, as the equity in the Mex¬ 
ican Corporation valued at the current rate of exchange exceeds the amount of the 
investment. Our prime objective in establishing retail units in Latin America with 
modern merchandising methods should be a profitable venture with promising 
long-term prospects. 

Depreciation 

The amount charged against income for depreciation this year was $20,529,088, 
compared with $22,138,102 last year. 

The Company policy of depreciating fixed assets faster than the Bureau of In¬ 
ternal Revenue regulations allow for Federal income tax purposes was continued 
during the year, as depreciation charges allowed by the Government inadequately 
provide for replacements. We estimate $3,200,000 more depreciation was charged 
this year than will be allowed. Added to the excess depreciation not yet allowed 
for past years, this makes a total of $45,900,000 to be allowed. The point of dif¬ 
ference in the two methods concerns the period of time over which the depreciation 
is allowed as a taxable deduction; therefore, the Company is required to pay the 
taxes currently on the amount disallowed each year and to reduce the tax payment 
as it is allowed by the Bureau. This means net income will be increased by the 
tax on $45,900,000 as the Bureau allows the deduction. 

Taxes 

Federal income taxes on the year's income are estimated to total $70,000,000. 
Last year’s provision was $91,500,000. 

The following shows the amount and extent of Company earnings which go to 


Federal, state, and local governments: 

1949 1948 

Total Federal, state, and local taxes. $93,942,140 $114,361,434 

Were equivalent to: 

Per cent of net income before taxes. 46.5% 45.5% 

Per share of stock. $3.97 $4.84 

Per $100 of net sales. 4.33 4.98 


The total amount of taxes for 1949, $93,942,140, exceeded the amount of 
dividends paid to stockholders bv $40,737,486, or 77%. 

Committee to Recommend Auditors 

The Board of Directors appointed a committee in March, 1949, consisting of 
four directors who are not officers or employes, to recommend to the Board the 















selection of independent auditors. This committee selected and the Board ap¬ 
pointed Touche, Niven, Bailey & Smart to audit the Company’s records for the 
year. A similar committee will be appointed to recommend the selection of 
auditors for 1950. 

Profit Sharing and Retirement Program 

This is an opportune time to review the Company’s policy on pensions and 
profit sharing. The Savings and Profit Sharing Pension Fund of Sears, Roebuck 
and Co. Employes was established on July 1, 1916, with the following statement 
of purpose: 

'"In order that employes may share in the profits of this business, and to en¬ 
courage the habit of saving, the Company has decided to contribute annually 
a sum equal to five per cent of its net earnings (without deduction of dividends 
to stockholders), as shown by the annual audit of its hooks, to an Emploves’ 
Savings and Profit Sharing Fund, as explained below, which will go into effect 
commencing July 1, 1916. 

''It is intended that this plan will furnish to those who remain in the employ 
of the Company until they reach the age when they retire from active service, 
a sum sufficient to provide for them thereafter, and that even those who 
achieve a long service record, hut who may not remain with the Company all 
of their business life, will have accumulated a substantial sum. This Savings 
and Profit Sharing Fund will enable an employe to secure an income for him¬ 
self after the close of his active business career or, in case of his death, for his 
family.” 

This has been the guiding philosophy ever since. There is no doubt in our minds 
of the contribution this Fund has made to the success of the Company. The suc¬ 
cess of the Fund as a practical solution of our pension problem is an outstanding 
testimonial to the farseeing vision of the men who guided the destiny of the Com¬ 
pany in the past. The success of the Fund obviously has been the success of the 
Company. But who can evaluate the contribution to the Company of a loyal 
employe group which shares in and makes possible the grow th and success of the 
Company, a group which has a direct financial participation in the Company? 
They have a two-fold interest: (1) investment of their own money; and (2) making 
a success of the Company and the Fund through their collective efforts. The Fund 
has been successful from the start and over the years has grown to its present 
size. 

The Company’s contribution for the year to The Savings and Profit Sharing 
Pension Fund of Sears, Roebuck and Co. Employes was $17,822,643. There were 
102,547 members in the Fund at the close of the year. The Fund owned 4,936,617 
shares, which equalled 21% of the outstanding capital stock of the Company, and 
$51,259,933 in cash, bonds, and securities, a total of $269,088,158. Cash, govern¬ 
ment bonds, and securities equal to the amount the employes have paid into the 
Fund protect them from loss of their own money. The Fund Trustees are governed 
by this principle. 






Since the basis for participating in the Profit Sharing Fund is compensation up to 
a maximum of $5,000 annually, employes with an income in excess of $5,000 did 
not receive retirement benefits proportionate to those with an income of $5,000 or 
less. To provide more equitable retirement benefits for employes whose annual 
compensation exceeds $5,000, the directors recommended to the stockholders in 
1945 and they approved The Supplemental Savings and Retirement Plan of Sears, 
Roebuck and Co. Employes. These benefits may in no case be greater propor¬ 
tionately than the benefits in The Savings and Profit Sharing Pension Fund and 
are further limited to a maximum pension of $10,000 annually. 

The Company’s contribution for the year to The Supplemental Savings and 
Retirement Plan of Sears, Roebuck and Co. Employes was $2,000,000. The mem¬ 
bership in this Plan consisted of 6,693 employes, of whom 71 are retired and receive 
monthly pension checks. 

The employes are required to share in the costs with the Company by contribut¬ 
ing to the Plans a percentage of their compensation on which their participation 
is based. 

Further explanation of both Plans is contained in the Proxy Statement. 

Officers 

Mr. Austin T. Cushman was appointed Vice President in Charge of the Pacific 
Coast Territory on February 1, 1949, succeeding Mr. lliram W. Kingsley. 
Mr. Cushman was employed by the Company in April, 1931, and formerly had 
been Manager of our Los Angeles Group of stores since April, 1945. 

Mr. Kingsley, Vice President since 1945, having reached the Company’s retire¬ 
ment age, retired on January 31, 1949, after more than 35 years* service, during 
which he served in various executive capacities. 

* * * * * * * 


On behalf of the Board of Directors, we acknowledge the commendable per¬ 
formance of our employes and the excellent cooperation of our manufacturers and 
suppliers. The welfare of the Company depends on the continuance of these 
relationships, which result in our customers having better service and merchandise 
values; values sold under Sears promise of "Satisfaction Guaranteed or Your 
Money Back.*’ 

Your inquiries or suggestions concerning the Company are always welcome. 


HAN / 




PRESIDENT 


CHAIRM 


Approved by the Board of Directors 
March 20, 1950 
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SEARS, ROEBUCK AND CO. AND 

CONSOLIDATED 


ASSETS 


Current Assets: 

Cash. 

Marketable Securities (Market Value 

$9,591,414 ). 

Accounts and Notes Receivable: 

Customers Installment Accounts. 

Less accounts sold to banks (less Com¬ 
pany’s equity therein). 

January 31, 1950 

$190,008,871 

4,945,582 

$390,048,602 

302,570,068 

January 31, 1949 

$200,535,789 

4,589,941 

$329,381,335 

294,636,067 

Other Customers Accounts. 

Manufacturers and Miscellaneous 

Receivables. 

Total. 

Less estimated Collection Expenses and 
Losses on Installment Accounts and 
Other Receivables . 

87,478,534 

13,658,532 

13,465,378 

114,602,444 

39,339,124 

75,263,320 

34,745,268 

14,953,751 

19,020,635 

68,719,654 

34,281,179 

34,438,475 

Inventories— At lower of cost or market (Mail 
Order and Factory inventories on first-in, 
first-out basis. Retail store inventories on 

basis of Retail Inventory Method ). 

Prepaid Advertising and Other Charges .... 


321,396,365 

13,672,596 


349,121,583 

16,590,871 

Total Current Assets . 


605,286,734 


605,276,659 

Investments and Advances: 

Unconsolidated Subsidiaries: 

Insurance Companies. 

Foreign Subsidiaries. 

Other Investments and Advances. 

4,848.347 

19,783,521 

8,608,605 

33,240,473 

4,848,347 

11,565,501 

7,926,427 

24,340,275 

Fixed Assets (At Cost): 

Land. 

Buildings. 

Less accumulated depreciation . 

173,528,515 

56,914,238 

23,370,155 

116,614,277 

160,553,240 

52,203,280 

21,253,016 

108,349,960 

Furniture, Fixtures and Equipment. 

Less accumulated depreciation . 

Total Fixed Assets. 

93,619,874 

63,674.629 

29,945,245 

169.929,677 

89,812,703 

59,749,434 

30,063,269 

159,666,245 



S808,456.884 


$789,283,179 
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CONSOLIDATED SUBSIDIARIES 
BALANCE SHEET 


LIABILITIES 


Current Liabilities: 

January 31, 1950 

January 31, 1949 

Accounts Payable. 

Due Customers—Refunds and L T nfilIed 

$ 43,592,543 

$ 48,693,688 

Orders. 

16,812,174 

16,705,262 

Federal Taxes on Income. 

Accrued Taxes Other Than Federal Income 

76,000,000 

98,500,000 

Taxes. 

24,463,562 

25,581,056 

Other Accruals. 

32,872.595 

40,089,227 

Total Current Liabilities. 

193,740,874 

229,569,233 


Capital Stock—without par value: 


Shares Shares 

Authorized. 24,000,000 24,000,000 

Issued and Outstanding. 23,646,513 191,298,972 23,646,513 191,298,972 


Accumulated Earnings 


423,417,038 

$808,456,884 


368,414,974 

$789,283,179 


Charles E. IIumm, Comptroller 
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STATEMENT OF INCOME AND ACCUMULATED EARNINGS 
OF SEARS, ROEBUCK AND CO. AND CONSOLIDATED SUBSIDIARIES 
For the years ended January 31, 1950 and 1949 


Net Sales. 

Other Income. 

Total Income. 

Deduct: 

Cost of Sales , Advertising , Selling , Administrative and General Expense . 

Repairs and Maintenance . 

Depreciation . 

Taxes (Ollier than Federal Taxes on Income) . 

Contributions to: 

The Savings anti Profit Sharing Pension Fund of Sears, Roebuck and Co. 

Employes ... 

The Supplemental Savings and Retirement Plan of Sears, Roebuck anti Co. 
Employes . 


Net Income before provision for Federal Taxes on income. 

Provision for Federal Taxes on Income. 

Consolidated Net Income (net earnings) for the year. 

Accumulated Earnings Reinvested in the Business at beginning of year. 
Transferred from Reserve for Contingencies. 

Dividends Paid. 

Accumulated Earnings Reinvested in the Business at end of year. 


1949 

1918 

§2,168,928,412 

§2,295,991,180 

3,738,540 

2,916,658 

2,172,666,952 

2,298,907,838 

1,918.059,692 

12,106,671 

20,529,088 

23,942,140 

1,984,172,709 

16,212,498 

22,138,102 

22,861,434 

17,822,643 

22,817,079 

2,000,000 

2,000,000 

1,994,460,234 

2,070,201,822 

178,206,718 

228,706,016 

70,000,000 

91,500,000 

108,206,718 

137,206,016 

368,414,974 

255,907,220 

— 

28,500,000 

476,621,692 

53.204,654 

421,613,236 

53,198,262 

§ 423,417,038 

§ 368,414,974 


Note: The foregoing statement excludes undistributed net profits of unconsolidated subsidiaries of §1,603,171 for 
the year 1919, and §1,960,338 for the year 1948. 


Charles E. Humm, Comptroller 
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TOUCHE, NIVEN, BAILEY & SMART 


CERTIFIED PUBLIC ACCOUNTANTS 


To The Stockholders and Board of Directors of 
Sears , Roebuck and Co. 


We have examined the Consolidated Balance Sheet of Sears, Roebuck and Co. 
and consolidated subsidiary companies as of January 31, 1950, and the related 
Statement of Income and Accumulated Earnings for the fiscal year then ended. 
Our examination was made in accordance with generally accepted auditing stand¬ 
ards, and accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 

In our opinion, the accompanying Consolidated Balance Sheet and related 
Statement of Income and Accumulated Earnings present fairly the financial posi¬ 
tion of Sears, Roebuck and Co. and consolidated subsidiaries at January 31, 1950, 
and the results of their operations for the fiscal year then ended, in conformity with 
generally accepted accounting principles applied on a basis consistent with that of 
the preceding year. 

TOUCHE, NIVEN, BAILEY & SMART 


Chicago, Illinois 
March 17, 1950 
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ALLSTATE INSURANCE COMPANY AND 
SUBSIDIARY, ALLSTATE FIRE INSURANCE COMPANY 
CONSOLIDATED BALANCE SHEET 


ASSETS 


December 31, December 31, 


1949 1948 

U.S. Government Securities. $13,214,054 $19,983,117 

State and Municipal Bonds. 17,843,618 5,598,533 

Industrial Bonds and Mortgage Loans. 277,332 296,479 

Preferred and Common Stocks. 8,794,491 5,054,774 

Home Office Building in Process of Construction. 3,733,860 634,768 

Cash. 5,628,487 3,989,769 

Premiums in Course of Collection. 6,172,065 4,995,689 

Interest Accrued. 264,990 136,123 

Total Admitted Assets. $55,928,897 $40,689,252 


LIABILITIES 


Reserve for Losses in Process of Adjustment 

Unearned Premiums. 

Federal Income Taxes. 

Other Taxes. 

Accrued Expenses and Other Liabilities. 

Capital Stock. 

Surplus. 

Total Liabilities. 


$14,759,479 

21,560,983 

2,885,347 

875.370 

1,619,433 

1,500.000 

12.728.285 

$55,928,897 


S 9,554,173 
16,273,002 
1,485,843 
656,548 
1,377,675 
1,500,000 
9.842,011 
$40,689,252 


Bonds shown in the above statement arc carried at amortized values; stocks are carried at market values as prescribed 
by the National Association of Insurance Commissioners. 
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